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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION E-2083 
April 16. 1986 ' 

RESOLUTION 

ORDER AUTHORIZING PACIFIC GAS AND EL~CTRIC COMPANY (PG&~). 
TO CONTINUE IMPLEHENTATION ·OF A RATE SCHEDULE FOR EXPERI­
HENTAL ELECTRIC SERVICE. SCHEDULE A-RTP, REAL-TIME 
PRICING SERVICE. 

By Advie~ Letter No. 1111-E fil.d H~rch 31~ 1~86. PG&E h&s 
r6quest.d ~uth6riz~tio~t~ e~t~nd ~nd modify Schedule A~RTP* R~~i­
Time Pricing Servic~. and its accOmpanying electric service 
agreement. Electric S6rviceAgreement - Expetiment~lRea~-Tim~~ 
PritingService (FOrm 79-704), .s set f6rth on C~l. P.U.C~ Sheets 
Nos. 9473-E through 9476-E. inclusive. The facts ~re as follows: 

1. By Decision No. 83-12-068, dated December ~2. 1983. in 
Application No. 82-12-048. the Commission authoriied PG&E to 
conduct an experiment in real-lime pricing (RTP) applicable to 
large commercial and industrial users. Under this experimental . 
program, participants viII be·~i~en a daily ~tice schedule by _hour 
of energy usage vithone-day notice in advance~ The Commission 
adopted funding of $419.000 101984, adjust~dfot e~calation •. On 
K~y I, 1985. the Commis~ioo approved PG&E's fir~t ye'r RTp t~~e­
study implementation by Resolution E~?039; said tesoluti~~.calls 
for the tariff to expire Matth 31. 1986. On Karch 19, 1986. by 
Resolution E-2075 the Commission ~pproved an ~xten$i6n of the 
tariff schedule thtough Kay 31, 1986 pending approval of this 
resolution to continue the refined RTP experiment. 

2. Real-Time Pricing i~ the practice of continually updating . 
prices to reflect changes in the cost of producing and de~ivering 
electricity~ i.e •• it is based On marginal costs of electricity. 
Ideally, RTP can be vieved as ~ refinement of time-of-~$e rat6s. 
The proposed nev schedule offers customers who tan adjust their 
patterns of use the opportunity to lover their bills. 
Additionally, it makes possible better use of utility c~pacity. 

3. Rates paid by patttcJpating cu~tomers viII be subject to 
hourly changes. Customers vill be notified on a daily basis, 
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through equipment supplied by PG$E. of tho prices that vill be in 
effect each hour of the folloving day. Prices vill be determined 
by aeans of a re~l-time pricing algorithm. 

4. The rate i$ designed to collect the same re~eriue te~~i~.~ent 
with the RTP's as would have been collected with the A-22 Tariff 
Schedule if there is no shift in· the customer's IQad (revenue 
neutrality). The algorithm viiI produce an RTP each hout which is 
the sum of thet 1) base energy rate to reCOver Annual E~ergy Rate 
(AER). Conservation Financing Adjustment (CrA). Solar Financing 
Adjustment (SFA). Residential Co~servatiOn Services Adjustment 
(RCS). Steel Surcharge Adjustment (SSA). and cpue Reimbursement 
Fee: and 2) spot eneray rate~ The spot energy rate is t6cipo.ed ot 
the t 1) hourly marginal enetgycost & 2) .·Ilarginal shotta8~ cost 
(based on current as-deliver~d capacity payments to qualifying. 
facilities) t including a variable shortage c'ost subcomponent (see 
Paragraph 5 for discussion): and 3) it multiplier applied to the 
on- and partial-peak hours to r~concile revenue collectiOns with 
the A-22 tate. The RTP algotitha meets the g6als 6£ rept~*enti~g 
marginal costs, recovery of base charges. and maintaining revenue 
~eutrality. the multiplier wl~1 31s6 be adjust~d t~ ~ai~t'ifi' 
revenue neutrality after any offset adjustmefit (ECAC or GAe) that 
changes either theA-RTf or, A-22 nHe by 10% 0': mote, ' Th~ . , 
multiplier adjustment viII be p~ovided to th~ Commi*sion St~ff 
within t.n days of .uch iate th~nges and viti not became effecti~e 
until tiled with the Commission. 

Comparison of Typical Rates ($ per kWh) 
Period A Summer Month. August 

On Peak 
Partial Peak 
otf Peak 

On' Peak 
Partial Peak 
Off Peak 

3:00 p.m. 
9:00 p,m6 
2:00 a.m. 

A-22 Rate 

.11288 

.09255 

.()6423 

Real-Time Prtting 
Rate* 

.22500 

.1200() 

.04000 

Period B Winter Month. January 

3:00 p.m. 
9:00 p.m. 
2:00 a.m. 

A-22 Rate 

.10810 

.08316 

.06950 

Real-Time Pricing 
Rate* 

.10500 

.100GO 

.04()OO 

* Approximate values ftom estimates provided by PG&E. 

5. A three-tier load management price signal is proposed as a 
part of the marginal shortage cost component 6f the Real-Time 
Pricing hourly pi icing algorithm~ Its inclusion' wlll aflov 
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testing of RTP's ability to act as an inducement to reduee load 
during sp.eifi~ tim~s of the day,. The LM ptte~ .igri~l Or 
subc6~ponent. a dispatchable vatl~ble shortage Cost, r~tin~s and 
extends the existing fixed marginal shortage cost. The highest 
tier ot this three-increment cost, (i.e" $.0375/kWh) is pegged to 
the full annualized cost of building a peaking unit combustion 
turbine (that is. the tull gas turbine proxy). The LM 
subcomponent viII be invoked only on thos~ days vhen spinning 
reserves are expected to fall below 7.5%. 

The subcomponent's incremental t~vel viii reflect the percent of 
spinning reserve margin that is fotecast fOr the d~y's system 
peak. The incremental amount vill be intorp6tated i~to theh6titly 
pri~e acrOss the entireofi-peak p~tiod~ The utlliz.tion of the LM 
subcomponent vill be ~ied t6 the forecAst splnnlnt rejer~~ m6tgin 
established on any given day. Th~ price signals ttansmittcd On 
the previo~s day will be updated :to ieflect the .~ptoprlate 
inctement at least one hout priot to the Applicable timeftame. 
The iritended purpOse of thes~ up4ates is to in~oke the LK -
tubtomponent base~ 6n the dAJ'~ foretasted spinritng ie~etv~s ~t 
p~ak. Howe~ei, PG&E may also updatt other c6mpoherit~ 61 the' 
pricing algorithm wh~~ system c6~~itiO~s Vatrant. Th~ total 
number of updates is limited to 10 per yCar, 

Price Signal I~trement vs." % Spinni~g Reserve 

Tier 
Tier 
Tier 

1 - $.Oli5/kWh 
2 - $.OOi5/kWh 
3 - $.0375/kWh 

744% - 7.0% 
6.9% - 6~O% 
5.9% - 0% 

6. The pr6p6sed t~t~ sch~dul'. a~ well ~~ ~~e ov~ral1 deaign 6f 
the experiment. r~fletts the COmmission Staff's i~tetestand 
input. PG&E ha~ worked with the staff in developing the scope and 
direttion of the projett. 

7.PGiE plAni to tetiuit three'additto~alparti~iparits t~rthe 
19~6-1981 expeiimerit ftom a~ong custo~ers in its C6lde~G~t., 
Redwood, arid Kission Trail Regions currently bein~ sei~~d o~ 
Electti~ Sch~dule ~o. A-ii. Ti~t-Meter~d Genetal Seivi~~~ The 
recruits vill bring the total partieip.nt base to .ev~~.a~ t.lled 
for iri PG&E's "Demand-Side Real-Time Pricing Project Pla~ 1985-
19~7.~ 

8. PG&E vishes to begin serving cu~tomers under the new schedule 
commencing On or after April 16. 1986. 

9. PG&E And staff believe th~t the taiil! should be appt6vedto 
be effective through Match 31, 1981. Staff is enthusiastit about 
the irisights to be gained from the RTP experiment. 
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Kany aspects of RTP, su~h as the pricing algorithm. communication 
systems, et~.t vill be evolving and iQPToving over the life of the 
experiment 8n~ beyond, In ordeTto maximize the quality of 
insights gained and incotporate the valuable experience into the 
remainder of the ekperiment. PG&~ and staff viii evaluate pto8iess 
annually according to the schedule belovo On the basis of the 
quality of the d~ta and analysi~ ptovided by PG&E, an imp~6ved 
tariff vi11 be considered prior to the expiration of the 1986-87 
tariff. 

A} Staff of the Public Statf Divi~iOn vill provide 
PG&Ewith a written 6utllnedetailing the cont~nt and 
format of the Annual RTP Report. PG&E will _ 
submit 10 copies of a Draft of the Annual RTP Report -
to·the assigned RTP Project }{an~8er o( the PubliC Statl· 
Division On ot before De~ember 1, 1986. Upon receipt of 
PG&E'~ Draft Annual RTP Report, Staff vill determine . 
whether its contents meet the desited standards ot 
completeness and tho~oughness. Within tvowe~k~ alter 
the receipt of th~ Diaft R~pOit, Stafl will advl'e PC&g 
of any aspects of the report deemed unacceptable. 

B} By February I, 1987, PG&E will submit the Final 
RTP Report. 

Due to the lack of completeness and thoroughness of. 
the 1985-86 Annual RTP Report, Staffvill request by 
letter additional infoim~ti~n fr~m PG&E. Th~ __ 
decision of whether ot n6t to ap~ro~e 8 new tar itt in 
March, 1987 will be based upon this additional 
information from 1985-86, as well as 6n the 1986-87 
Annual RTP Report. 

C} Based UpOfi the result. of the Final Annd~iRTP .. 
Report, PG&E will propose adjustment and/or refinement . 
of the Pricing Algorithm, especially the_Hargtn~1 Sho~~~ge 
Cost Component. PG&E will submit a.ri6w pti~ing al*otlthm· 
within two veeks of the submittal of the Final Report. 

The purpose of the abo~e sch~dule 6f requirements is to ·6nsuie 
that the experimefit is as productive as possible and that the 
tariff is renewed On a timely basis. 

10. Copies of this advice letter have been mailed to ail 
interested parties whose names appear on the attached service iist 
to th~ advice letter. The Commission has received no protests in. 
this matter. 

11. This filing has been reviewed by the Energy Branch of the 
Evaluation and Compliance Division and approval is recommend6d. 
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12. ~e find that thi~ advice letter is just and rea$6hable a~d 
will not increase any rate Or charge, cause the withdrawal of 
servIce, nor conflict with any other schedule~. 

THEREFORE: 

1. Pacific Gas and ElectritCQmpany is authorized by Sections 
and 490 of the Public Utilities Code and by Section X.A. of 
General Order 96-A to place the above Advice Letter No. llll-E 
into effect today subject to the fOllowing modifications: . 

a. PG&E shall f~ll, to~plJvitP th~ terms and 
tonitions set forth in Para&iaphs 4 and 9 above • 

. b. The initial term of the Eiectric Service 
Agreement for Experimental Real-Time Pricing 
Service (Form 79~704) ahal1 be limited toone yeat. 

454 

2, Ad~ic~ Letter llll-~ and aC~6mpanJifig tariif sheets as otdeted 
modified shall be marked to shov that they were autho-rized -(6r 
filing by Commission ResOlutioti E-20~3. This Resolution is 
effective today. 

j. the modified tariff she~tQ ~nd fOim sh.l1 be ttl~d wii~in five 
dats of the etfeciive date of ihis Re$ol~tion. -

I certify t~at this Resolution vas adopted b, the PubliC Utilities 
COmmissiotiat its regular meeting on April 16. 1986. The 
following CommissiOners approved it~ 

Executive 


